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War Finance Corporation 


BILL to create a “ War Finance Corporation” is in the 
A hands of conferees of the House of Representatives and of 
the Senate and may become law within the next day or 
two. In addition to powers for making advances for the benefit 
of businesses necessary or contributory to the prosecution of the 
war, the proposed act provides for a “ Capital Issues Commit- 
tee” to be composed of seven members appointed by the Presi- 
dent of the United States. This Committee will have, accord- 
ing to the present terms of the bill, the power to “investigate, 
pass upon and determine whether or not it is compatible 
with the national interest that there should be sold or 
offered for sale or for subscription any issue or any part of 
any issue, of securities hereafter issued by any person, 
firm, corporation or association, the total or aggregate par 
or face value of which issue and any other sécurities issued 
by the same person, firm, corporation or association since 
the passage of this Act isin excess of $100,000.” 
pon its enactment a complete copy of this important law 
will be published in a special number of the Corporation 
Journal. Additional copies will be available upon request as 
long as the supply lasts. 


President. 





THE CORPORATION JOURNAL 











THE POLICY OF THE CORPORATION TRUST COMPANY, in the organi- | 
zation, qualification and maintenance of corporations, is to deal exclusively with 
members of the bar. 


DOMESTIC CORPORATIONS 
ALABAMA. 


ULTRA VIRES. “Powers not expressly granted to a corporation or powers 
not necessarily incidental to those expressly granted thereto, are without the power 
of the corporation; and acts or contracts of or for the corporation outside of the powers 
thus granted are ultra vires and void.” Const. 1901, Sec. 233. “There can be no 
estoppel to resist a contract beyond the power of the corporation, and no ratification 
of such a contract.” Authority of a bank “to act as agent for fire insurance com- 
panies” does not contemplate capacity to make an original contract of insurance. 
Alabama Red Cedar Co. v. Tennessee Valley Bank, 76 So. 980. 


COLORADO. 


“WHERE THE VALIDITY OF A CORPORATE ELECTION is in dispute 
and it involves nothing but the title to the board of directors, we think, in the 
absence of a statute created specially for the specific purpose of trying the validity 
of contested corporate elections, that an information in the nature of quo warranto 
is an appropriate remedy, and that private individuals elected but wrongfully 
prevented from acting upon the board by the intruders, may apply to the district _ 
attorney, and, if he fails to act, may bring an action themselves as relators in the 
name of the people to oust the usurpers from exercising the franchises and to install 
the relators.” There is an extended dissenting option in this case. Grant v. Elder 
170 Pac. 198. 








FLORIDA. 


STOCKHOLDERS’ LIABILITY. The Hart Lumber Company was incor- 
porated under the laws of Florida but the treasurer neglected to comply with sec- 
tion 2652 of the General Statutes of 1906 requiring him to file with the secretary ‘ 
of state an affidavit that ten per cent. of the capital stock had been subscribed and 
paid. In an action against the stockholders the Court applied the statute and held 
them liable as partners. It was no defense that plaintiff dealt with the corporation 
knowing that the affidavit had not been filed. Charles v. Young, 76 So. 869. 


IDAHO. 


A CORPORATION AND ITS DIRECTORS are joint tort-feasors and liable ‘ 
in damages to the stockholders where, through the negligence of the directors, bonds 
which had been taken for allotment among the stockholders in exchange for the 


property of the corporation are lost before delivery. Chadwick v. Holm, 170 
Pac. 87. 
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MISSISSIPPI. 


THE ASSIGNMENT by a corporation of a debt secured by a deed of trust is 
not required to be made under seal. West v. Union Naval Stores Co., 77 So. 609. 


¢ NEBRASKA. 


FEATURES OF THE NEBRASKA CORPORATION LAWS. Nebraska 
corporations may have more than one purpose; they may buy and hold their own 
stock if done in good faith; directors need not be residents of the. state; 
directors’ meetings may be held outside of the state; indebtedness must 
not exceed two-thirds of the authorized capital; there is no statutory provision, 

D except for railroads, to hold stock in other corporations; there is no express provision 
in the statutes for issuing stock for property; annual stockholders’ meetings must 
be held on the first Monday of January in each year within the state; books of 

[account of manufacturing companies are open to the inspection of stockholders; 
an annual exhibit and report of liabilities must be published. } 


{COST OF ORGANIZATION IS AS FOLLOWS: 


Fees to Secretary of State: 
Filing articles of incorporation on authorized capital of $10,000, or less, 
$10; $10,000 to $25,000, $20; $25,000 to $100,000, $50; over $100,000, 50 
Dd cents for each $1,000 of excess. 
Recording, 10 cents per folio, usually about $2.00. 
Fees to County Clerk: 
Recording, 75 cents for the first 200 words and 1 cent for each additional 
10 words. 
Advertising notice, from $10 to $20. 


TAXATION: An annual fee must be paid on or before July 1 as follows: 
When paid up capital stock exceeds $1,000 but does not 


10,000 but does not exceed 
20,000 “oe “e iii “ 
30,000 
40,000 
50,000 
60,000 
70,000 
80,000 
90,000 
100,000 
125,000 
150,000 
175,000 
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225, ,000 

250,000 ie 
eS eS 
ee eS 
325,000 at oe 
350,000 * 

400,000 


$75.00 additional for each $1,000,000 or fraction thereof over $10,000,000. 
Exceeds $10,000,000 but does not exceed $15,000,000 
cry 15 ,000,000 oe cid ae 


PROCEDURE FOR INCORPORATION. Any number of persons, without 
statutory limitation as to citizenship or residence, execute articles of incorporation 
which are filed and recorded in the office of the Secretary of State and also filed with 
the Clerk of the county where the headquarters of the corporation are to be located. 
A notice must also be published for four weeks in some newspaper near the principal 
place of business. This notice contains the name of the corporation, the principal 
place of transacting its business, the general nature of the business to be transacted, 
the amount of capital authorized, and the time and conditions on which it is to be 
paid in, the time of commencement and termination of the corporation, the highest 
amount of indebtedness or liability to which the corporation is at any time to subject 
itself and by what officers the affairs of the corporation are to be conducted. 


WHAT THE CORPORATION TRUST COMPANY DOES to assist 
attorneys in the incorporation and subsequent statutory maintenance of a Nebraska 
corporation is briefly as follows: 

At the time of incorporation it ascertains, upon request, if the name can be 
used, files and records the necessary papers and assists the attorney in every possible 
way in the organization. Approved copies of articles of incorporation are on file 
in our office for reference. 

It will draft and submit the articles of incorporation, by-laws and minutes of 
meetings and upon approval by the attorney will furnish complete facilities for 
incorporation, attend to the filing of the papers, the holding of the necessary meetings 
and return the records completed in minute book form.} 
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Attorneys wishing to keep complete control and supervision over the organiza- 
tion of Nebraska corporations have found it extremely convenient and expedient 
to confer with the nearest office of The Corporation Trust Company System and to 
employ the services of its representatives in Nebraska. 


Subsequent to incorporation, The Corporation Trust Company furnishes rooms 
for holding stockholders’ and directors’ meetings or holds stockholders’ meetings by 
proxy, gives timely notice for filing state reports and tax returns, and keeps counsel 
informed of changes in statutes affecting the corporate status. 


For foreign corporations entering Nebraska, The Corporation Trust Company 
drafts for approval and submits to attorneys all documents necessary to secure 
authority to do business in the State. Upon approval, it attends to their filing 
with the proper state officials. After qualification, it supplies the statutory agent, 
notifies the attorney of all State reports and taxes to be paid, and forwards blanks; for 
reports and tax assessments. A statement containing the statutory requirements 


for admission of foreign corporations to do business in Nebraska will be sent_upon 


request and without charge. ’ 


An estimate of charges can be secured at the nearest office of The Corporation 
Trust Company System. 


NEW MEXICO. 


THE OFFICERS OF A CORPORATION cannot agree with a subscriber that 
® 3 he may cancel his subscription at his option, unless such power is conferred by the 
statutes, charter or by-laws. Morrill v. Mastin, 170 Pac. 45. See also Morrill 

v. Harris, 167 Pac. 276, 3 Corporation Journal 94. } 


NEW YORK. 


AUTHORITY OF, OFFICERS WITH RESPECT TO LITIGATION. “We 
do not understand than an officer of a corporation has the power, simply because 
he is an officer, to bring any suits which his fancy may dictate, even if in his opinion 
it may be necessary to protect the interests of the association.” Greater Pictures 


Corp. v. Crystal Film Co. (City Court) 58 N. Y. L. J. 1294, 12 Bench & Bar (N. S.) 
432, 


AN ATTORNEY MADE AN AGREEMENT with a corporation that he was 
to perform certain services in connection with a contract held by the corporation 
with the City of New York and that he was to receive a fixed amount as compensa- 
tion when the corporation was paid by the City. In violation of the agreement 
the officers of the corporation, then insolvent, collected the amount, due from the 
city and applied it to debts of the corporation. The Appellate Division, reversing 
the trial Court, holds that the attorney was an equitable assignee to the extent of 
his claim and that the officers were personally liable. Lynch v. Conger, 168°N. Y. 
Supp. 855. 
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LIABILITY WITH RESPECT TO STOCK ISSUED FOR PROPERTY AT 
OVERVALUATION. In order to charge holders of stock individually for the debts 
of a corporation, it must be proved that the property was purchased and paid for 
at an overvaluation, and it must be shown that the purchase at the price agreed 
upon was made in bad faith and to evade the statute. The presumption in all 
cases is that stock has been regularly issued and for a valuable consideration until 
the contrary is shown. The plaintiff did not sustain the burden of proof thus 
imposed upon him in the instant case, wherein $150,000 in par value of stock had 
been issued for patents covering strips of steel to be placed in paving and flooring 
material. Barber Asphalt Paving Co. v. Gayley, et al. (Supreme Court, N. Y. 
County, Special Term, Part V). 





“THE RIGHT OF A DIRECTOR TO RESIGN may not be denied to him 
and upon filing or presenting his resignation he ceases to be a director, even though 
his resignation has not been accepted and his successor has not been appointed.” 
Justice Cohalan in Barber Asphalt Paving Co. v. Gayley, et al. (Supreme Court, 
N.VY. County, Special Term, Part V), citing Yorkville v. Zeltner Brewing Co., 
80 N. Y. App. Div. 578; Noble v. Euler, 20 N. Y. App. Div., 549. 


WYOMING. 

















FEATURES OF THE WYOMING CORPORATION LAWS. A Wyoming 
corporation may purchase, hold and own stock in any other company that is subsidiary 
or contributory to the holding company and that contributes to the objects and 
purposes of the holding company; stock may be issued for property; directors’ 
meetings may be held outside the state; the corporate purpose is limited to one line 
of business; corporate existence is limited to fifty years; a Wyoming corporation 
may not purchase its own stock; if corporate indebtedness at any time exceeds the 
amount of the capital stock, the directors are liable for the excess; ten per cent of 
the capital stock must be paid in within one year; stockholders’ meetings must be 
held within the state; stockholders holding fifteen per cent. of the stock may demand 
a detailed financial statement of the corporate affairs, 


COST OF ORGANIZATION IS AS FOLLOWS: 


Fees to Secretary of State: 
Filing and recording certificate of incorporation, on authorized capital 
not exceeding $10,000, $10; 


Over $10,000 and not over $25,000, $15; 
Over $25,000 and not over $50,000, $20; 
Over $50,000 and not over $100,000, $25; 
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For each additional $1,000, 20 cents. 
Filing proof of publication 
Filing appointment of agent 
Certifying copy, about 


Fees to County Clerk: 
Filing certificate of incorporation, 50 cents for the first 100 words, 15 
cents per folio, if excess about 
Filing certificate of payment of capital stock, about 


Publishing notice of incorporation, three insertions, brevier type, not to exceed 
8 cents per line, single column, for first insertion; not to exceed 5 cents 
per line for subsequent insertions, 


TAXATION. There is no annual franchise tax. 


’ 
PROCEDURE FOR INCORPORATION. Three or more persons, without 


qualification as to residence or citizenship, execute and acknowledge duplicate 
certificates, which contain the name of the company, its object, term of existence, 
number of shares, number and names of directors, and the name of the town and 
county in which the operations of the company will be carried on. One of these 
certificates is filed in the office of the County Clerk of each county wherein the 
business of the company is to be carried on, and one in the office of the Secretary 
of State. Within thirty days after filing its articles of incorporation with the 
Secretary of State, the corporation must cause a notice to be published three times 
in a newspaper of general circulation in the state. A publisher’s proof of such 
publication is filed with the Secretary of State. Thereafter the corporation must 
execute and file in the office of the Secretary of State an acceptance of the con- 
stitution. The corporation must also file with the Secretary of State a certificate 
signed by its president or secretary, designating the location of its principal office 
in the state and the name of the agent in charge thereof, upon whom process against 
said corporation may be served. 


WHAT THE CORPORATION TRUST COMPANY DOES to assist attorneys 


in the incorporation and subsequent statutory maintenance of a Wyoming corpo- 
ration is briefly as follows: 


At the time of incorporation it ascertains, upon request, if the name can be used, 
files and records the necessary papers and assists the attorney in every possible way 


in the organization. Approved copies of agreements are on file in our office for 
reference. 


It will draft and submit an agreement, by-laws and minutes of meetings and upon 
approval by the attorney will furnish complete facilities for incorporation, attend 
to the filing of the papers, the holding of the necessary meetings and return the 
records completed in minute book form. 
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Attorneys wishing to keep complete control and supervision over the organization 
of Wyoming corporations have found it extremely convenient and expedient to con- 
fer with- the nearest office of The Corporation Trust Company System and to 
employ the services of its representstives in Wyoming. 


Subsequent to incorporation, The Corporation Trust Company furnishes a 
statutory office, furnishes rooms for holding of stockholders’ and directors’ meetings 
or holds stockholders’ meetings by proxy, gives timely notice for filing state reports 
and tax returns, and keeps counsel informed of changes in statutes affecting the 
corporate status. 


For foreign corporations entering Wyoming, The Corporation Trust Company 
drafts for approval and submits to attorneys all documents necessary to secure 
authority to do business in the State. Upon approval, it attends to their filing with 
the proper state officials. After qualification it supplies the statutory agent, notifies 
the attorney of all State reports and taxes to be paid, and forwards blanks for 
reports and tax assessments. A statement containing the statutory requirements 
for admission of foreign corporations to do business in Wyoming will be sent upon 
request and without charge. 


An estimate of charges can be secured at the nearest office of The Corporation 
Trust Company System. 


IN GENERAL. 


RECENT INDISCRIMINATE ORGANIZATION OF ‘MASSACHUSETTS 
TRUSTS” OR SO-CALLED “COMMON LAW COMPANIES” as a means for 
evading restrictive measures under the State or Federal Police Power, may lead to 
disastrous results to promotors and investors, according to John H. Sears, author 
of “Trust Estates as Business Companies,’’ a book devoted to that method of 
organization. Mr. Sears says: “A layman does not have a wide enough technical 
education to enable him to determine under what conditions a trust can be created, 
how it should be framed in order to prevent liabilities of the shareholders and how 
it should be operated by the trustees and their agents. The case of People v. Green, 
150 I}1 513 illustrates how some businesses, at least, are limited to the corporate 
form. A trusteeship must be framed with the greatest care and the business of it 
conducted by the trustees with an absolutely strict regard for technical require- 
ments or the courts may hold an investor therein liable for all the debts and liabili- 
ties of the“organization to the full extent of his private fortune. One ground for 
such liability might be that though the particular enterprise is called a trust it is in 
reality drawn in such a way as to constitute a partnership. In the case of In Re 
Associated Trust, 220 Fed. 1012, the United States District Court for Massachu- 
setts ruled that the so-called “‘Massachusetts Trust” before the court was an unin- 
corporated company within the meaning of the Bankruptcy Law because of certain 
provisions in the trust agreement providing for election of trustees. In addition 
to the ‘matter of properly drawing the papers for such an organization, its proper 
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conduct so as to protect the holder of its shares or its certificates, largely rests upon 
the experience, character and ability of the trustees, guided by competent counsel. 
The agents of the trustees must also act within their powers. Incompetent or 
dishonest agents might incur liabilities beyond those contemplated.” 


“The liability of a corporate stockholder is automatically limited by statute 
to payment for his shares. When this has been done, he need no longer 
concern himself with the question of liability. On the other hand, a certificate 
holder in a trusteeship or common law company, through no fault of his own, may 
unexpectedly be subjected to liability to the full extent of everything he owns or 
may thereafter own if (1) through’ inexperience, inadvertence or lack of knowledge 
of the essential details, the instrument attempting to establish the trust or associa- 
tion is not properly drawn; (2) if the trustees fail to bring to the attention of the 
persons dealt with that they must look to the trustees or to the trust funds only for 
payment of contract obligations; (3) if the trustees fail to take out and maintain 
sufficient liability insurance to cover judgments for tort liability, or (4) if the trustees 


fail to conduct the business as a trust estate.” } 


ISSUE, TRANSFER AND REGISTRATION OF STOCK. 
NEW YORK. 


PREVENTION OF UNLAWFUL DUPLICATION OF ISSUE OR OF STOCK 
i IN EXCESS OF AUTHORIZED CAPITAL. A recent decision of the New York 
Appellate Division illustrates the difficulties frequently encountered by a corpora- 
tion whose stock records become confused. A suit in equity was brought to compel 
the corporation involved to issue a certificate for 5,100 shares of its capital stock. 
Evidence showed that the capital of the corporation had been reduced and there 
was also an intimation that it had subsequently been increased. Any judgment 
entered without knowledge of these conditions would lead to confusion. The court 
says: “It does not appear whether or not a certificate of stock was issued in place 
of the plaintiff’s certificate when or before or since it was cancelled, nor does it appear 
whether when the capital was reduced or increased a certificate representing the 
plaintiff’s stock or his interest in the increased stock was issued to another. The 
corporation should neither be required to issue certificates in excess of its capital 
as authorized by law, nor should it be required to duplicate shares lawfully repre- 
sented by outstanding certificates; and it may therefore be essential to a complete 
determination of the issues to bring in other parties, to the end that the judgment 
to be entered shall finally authoritatively adjudicate these matters, and shall not 
require the unlawful duplication of stock or the issuance of stock in excess of the 
authorized capital.” Selwyn-Brown v. Superno Co., 168 N. Y. Supp. 918. 


It would appear that the difficulties in this case would have been avoided had 
a competent and well equipped transfer agent or registrar been employed by the 
corporation. The protection afforded by employing The Corporation Trust Com- 
pany in either of these capacities and the reasonable charges made for these services 
will gladly be explained by any of our officers. 
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FOREIGN CORPORATIONS. 


ARKANSAS. 


A CONTRACT MADE BY A FOREIGN CORPORATION before complying 
with the laws of this state is not void, and where the statutes are complied with 
before the institution of the action the contract is enforceable. J. R. Watkins 
Medical Co. v. Martin 200 S. W. 283. See also Waxabrachie Medicine Co. y. 
Daly, 183 S. W. 741, 2 Corporation Journal 169. 


CALIFORNIA, 


SERVICE UPON AN UNQUALIFIED CORPORATION. A California 
corporation obtained a judgment against an Alaska corporation in the Superior 
Court of California. The Alaska corporation never having qualified as a foreign 
corporation in California and doing no business there, service of the summons was 
made upon its California attorneys. In an action on the foreign judgment brought 
in the District Court of the United States for the second Division of the District 
of Alaska the defense was interposed that the California court never had jurisdic- 
tion. The Federal Court, however, affirming the judgment, says: “Inasmuch as the 
the evidence shows without dispute that the president employed such counsel to 
represent the corporation in the action in California, it is plain that if, in employing 
them, he did not exceed his authority as president, then the case resolved itself 
into one where the corporation voluntarily appeared; and if that is found to be 
correct, it would be immaterial whether or not the corporation was engaged in bus- 
iness in California, or had property therein, or had complied with the State Statute 
requiring the corporation to designate an agent in the State upon. whom service 
might be had.” Blue Goose Mining Co. v. Northern Light Mining Co. 245 Fed. 727. 


TRUSTS AND MONOPOLIES. 


NEW YORK. 


PHOTO-ENGRAVINGS ARE NOT COMMODITIES IN COMMON USE 
so as to bring the Photo-Engravers’ Board of Trade of New York within the pro- 
visions of the Donnelly Anti-Trust Act, according to a decision of the Court of 
General Sessions of New York County. The indictment dismissed in this case 
charges that defendants comprising more than forty persons, firms and corporations, 
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separately engaged in competition with one another in the business of manufac- 
turing “‘and selling what are commonly known as photo-engravings, which are used 
for the purpose of printing illustrations and pictures,” arranged and recommended 
that the Photo-Engravers’ Board of Trade of New York should adopt a certain 
scale of prices to be charged by them for photo-engravings and that nearly all the 
workmen employed by them are members of the Photo-Engravers “Union No. 1,” 
with whom they had made an agreement to regulate the terms and conditions of 
employment, and that the board of trade agreed with the union to admit to its 
membership all reputable photo-engraving concerns in New York City; that the 
Union agreed that its members would work only for such photo-engraving concerns 
as were members of the board of trade, provided that they shall not arbitrarily 
nor for any but good cause refuse admission to or deny retention of membership in 
the Board of Trade. The Court lays stress upon the provisions of the state anti- 
trust statute which prohibit contracts affecting commodities in ‘‘common use.” 
It holds that photo-engraving is to be regarded as an art or process, and that the 
defendants are not prohibited by the statute from dictating the terms on which they 
shall render their services, since their labors cannot in any proper sense be said to 
result in the production or sale of an article or commodity in common use. People 
of the State of New York v. Epstean and others. 


UNITED STATES SUPREME COURT. 


CONTRACT FOR MAINTENANCE OF PRICE BASED ON PATENT 
RIGHTS. The Boston Store of Chicago, represented by Hamilton Moses, Walter 
Bachrach and Joseph W. Moses of the firm of Moses, Rosenthal & Kennedy, has 
been awarded a favorable decision by a majority of the United States Supreme 
Court, in litigation instituted by the American Graphophone Company and the 
Columbia Graphophone Company to prevent violation of a contract for mainte- 
nance of prices of products manufactured and sold by those companies. The court 
holds that the vendor of a patented article cannot restrict the resale price of the 
article by the contract of sale. Attempt to distinguish previous decisions by the 
assumption that they rested upon a mere question of the form of notice on the patented 
article or the right to contract solely by reference to such notice is devoid of merit 
since the argument disregards the fundamental ground upon which the previous 
decisions of the United States Supreme Court rest. Boston Store of Chicago v. 
American Graphophone Company and Columbia Graphophone Company (No. 363, 
Oct. Term 1917). 


EXCISE TAX AS AMENDED IN 1914 IS UNCONSTITUTIONAL. 
The excise tax of 1909, sustained in Baltic Mining Co. v. Massachu- 
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setts, 231 U. S. 68, 2 Corporation Journal 134, placed a maximum limit on the 
amount of the tax, which was a material factor in the decision of the United States 
Supreme Court in supporting that law. This limitation was removed by the statute 
of 1914, Since then the tax has been assessed on the par value of “the entire author- 
ized capital” at one fiftieth of one per cent. up to $10,000,000 and at one hundredth 
of one per cent. for the excess. This, the Court holds, makes the Massachusetts 
law in its essential and practical operation like those held invalid in Western Union 
Telegraph Co. v. Kansas, 216 U. S. 1; Pullman Co. v. Kansas, 216 U. S. 1; Ludwig 
v. Western Union Telegraph Co., 216 U. S. 146 and in Looney v. Crane Company, 
3 Corporation Journal, 117, International Paper Company v. Massachusetts, 
(No. 733, Oct. Term, 1917). 


The result of the foregoing decision was that the Commonwealth of Massa- 
chusetts was left without a foreign corporation taxlaw. In order to remedy this 
defect, the Commissioner of Corporations secured the passage of a bill repealing 
the 1914 act (Chap. 76, Laws of 1918).” Accordingly the tax is new levied under 
the 1909 Act. ° 


WHAT CONSTITUTES “DOING BUSINESS” SO AS TO BRING FOR- 
EIGN CORPORATIONS WITHIN THE MASSACHUSETTS EXCISE TAX? 
This question is answered in recent decisions of the United States Supreme Court 
in cases involving taxes imposed under laws of 1909, before removal of the maximum 
limit removed by statutes of 1914, held in another case reported in this issue of the 
Corporation Journal, to be unconstitutional. 

Cheney Brothers Company, a Connecticut corporation, is engaged in the general 
business of manufacturing and selling silk fabrics. It maintains in Boston a selling 
office with one office salesman and four other salesmen who travel through New 
England. The salesmen solicit and take orders, subject to approval of the home 
office in Connecticut, which ships directly to the purchaser. No stock of goods, 
but only samples are kept in Boston. The salesmen and the Boston office rent 
are paid from Connecticut, but other expenses are paid from a small deposit 
in Boston. This is interstate commerce and this company is not subject to the tax. 

The Lanston Monotype Company, a Virginia corporation, keeps a stock of 
repair parts on hand in Massachusetts for those who use their machines. This 
company is subject to the tax. The Locomobile Company of America is also 
subject to tax, as its business of selling and repairing its cars is local in character. 
The Northwestern Consolidated Milling Company, whose salesmen solicit orders 
from retail dealers, turning same over to the nearest wholesale dealer, is subject to 
tax. The Copper Range Company of Michigan, which holds stockholders’ and 
directors’ meetings and its corporate and financial records and a bank account 
and pays dividends from its office in Massachusetts, is not thus engaged in inter- 
state commerce. The same ruling applies to the Champion Copper Company. 
The White Company of Ohio cannot complain of increase in tax because of change 
of the statutes after its admission to the state and the purchase of property therein. 
Cheney Brothers Co. v. Massachusetts. “ (No. 12, Oct. Term, 1917.) 
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“CALL” RULE OF CHICAGO BOARD OF TRADE SUSTAINED. In 
1906 the Board of Trade adopted what is known as the “Call” rule by which mem- 
bers were prohibited from purchasing or offering to purchase, during the period 
between the close of the call and the opening of the session on the next business 
day, any wheat, corn, oats or rye “to arrive” at a price other than the closing bid 
at the Call. The court holds that this rule does not constitute illegal restraint 
of trade under the Anti-Trust Law. “Every board of trade and nearly every trade 
organization imposes some restraint upon the conduct of business by its members. 
Those relating to the hours in which business may be done are common; and they 
make a special appeal, where, as here, they tend to shorten the working day or, 
at least, limit the period of.most exacting activity.” Board of Trade of Chicago 
v. United States (No. 98, October Term, 1917). 


OUR SUPREME COURT SERVICE reports all cases to its subscribers as 
soon as possible after the opinions are handed down. The opinions are sent in 


pamphlet form to its subscribers. ’ 


The decisions of the lower courts in cases on the Supreme Court Docket are 
digested by this department of our company and kept on file for inspection by 
subscribers. 


Information regarding this Service may be obtained from the nearest office of 
The Corporation Trust Company System. 


TAXATION. 


MISSOURI. 


‘VALIDITY OF THE STATE INCOME TAX STATUTE is being tested in a 
suit brought by the Ludlow-Saylor Wire Co. against Louis H. Wollbrinck. 


NEW JERSEY. 


TIME FOR LEVYING TAX—CORPORATE DISSOLUTION. In the case 
of The Old Dominion Copper Mining and Smelting Company vs. The State Board of 
Taxes and Assessments and the Comptroller of the Treasury, the New Jersey Court 
of Errors and Appeals in an opinion filed March 12, 1918, held that The Old Dom- 
inion Copper Mining and Smelting Company, having by vote of its stockholders 
resolved to terminate its corporate existence, filed with the Secretary of State prior 
to the 24th of March, 1917, and requested the Secretary of State to issue to it the 
statutory certificate of that fact, the time for assessing and levying against it taxes 
for the year 1917 had not been reached and, consequently, that such taxes were not 
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then an existing obligation against it; and that, this being so, the Comptroller of the 
Treasury should have certified to the Secretary of State that all taxes levied upon 
or assessed against the copper company had been paid and that the Secretary of 
State should have issued the certificate of dissolution as requested. The Court 
finds that the Legislature by the original statute fixed April 18th as the beginning 
of the yearly tax period and that the supplement of 1901 by requiring corpora- 
tions to make report on or before the first Tuesday of May in each year of the 
amount of their capital stock outstanding on the preceding first day of January did 
not create a new tax but merely provided additional machinery for the more certain 
ascertainment of the amount of the tax to be paid by corporations under the Act of 
1884. The Act of 1884 contains no express declaration as to the beginning or ending 
of the annual period which the tax is to cover. The tax, however, is imposed by 
way of a license fee for the privilege of exercising corporate franchises granted by 
the State and is in the nature of a compensation to be paid by the corporation 
for the enjoyment of such privilege during an annual period. The Act went into 
effect on April 18th and provided that the license fee or tax should be a yearly one. 
The fair import of these circumstances is that the 18th day of April in each year 
marks the beginning of the yearly period for which the fee or tax is charged. The 
Legislature by the original statute fixed April 18th as the beginning of the yearly 
period. There is nothing in the supplement of 1901 which indicates a purpose on 
the part of the Legislature to substitute another date. 


INCOME TAX. 


For preceding references, see 3 Corporation Journal, page 152. 
A treasury decision relates to basis of taxation of dividends (p. 515). 


According to a treasury decision, payments to officers or employees of a portion 
or all of their salaries and wages during the war period and while in the service of 


the United States may be deducted as an ordinary and necessary expense of doing 
business (p. 517). 


A telegram from the Commissioner states that dividends of prior years received 
in 1917 may be added to amount in line M on Form 1040 to determine amount on 
which to compute allowable contributions of 15% (p. 517). 


A decision by the United States Circuit Court of Appeals Eighth Circuit relates 
to suits to recover taxes collected under a second assessment (p. 518). 


A treasury decision states the method to be followed in crediting an over- 
payment of the two per cent income tax by a corporation filing supplemental return 
for a fiscal year ended on the last day of some month during the year 1917, or a 
“final” return for a period ended during such year (p. 521). 


. 170 











THE CORPORATION JOURNAL 


Instructions have been issued by the Commissioner for the preparation of returns 
by farmers (p. 522). 


A telegram from the Commissioner states that ownership certificates should not 
be accepted unless all information called for thereon is shown (p. 524). 


Revised regulations No. 33 supersede the rulings in the original regulations 
No. 33 to the extent only that the latter are in conflict with the former (p. 524). 


A letter from the Commissioner relates to returns of information on Form 1099 
by fiduciaries (p. 524). ; 


A treasury decision contains instructions for handling remittances received in 
payment of income and excess profits taxes (p. 525). 


A treasury decision relates to salaries received under funds of the Smith-Lever 
Act of May 8, 1914, as taxable income (p. 528). 


Information at the source is the subject of a treasury decision (p. 529). , 


Treasury decision 2386 regarding Dutch Administration officers has been revised 
(p. 531). 


Telegraphic questions and answers pertain to returns of fiduciaries and bene- 
ficiaries of dividends received in 1917 which are apportionable to prior years (p. 534). 


A telegram from the Commissioner relates to forms to be executed when foreign 


items (1) payable in the United States, (2) payable abroad, are presented unaccom- 
panied by ownership certificates (p. 535). 


Time for filing income tax returns by citizens, residing or travelling abroad 
(p. 435) and by or for enemies and allies of enemies has been extended (p. 536). 


Amended instructions have been issued relative to the reporting of interest 
allowed on payments of income and excess profits taxes (p. 537). 


Apportionment of dividends of foreign corporations to prior years is the subject 
of a letter from the Commissioner (p. 537). 


A telegram relates to tax to be withheld at source on interest paid Alien Property 
Custodian or his designated depositary (p. 537). 


(NOTE.—The page references are to our Income Tax Service, 1918, wherein 
the foregoing rulings and regulations are reported in full.) 


FEDERAL ESTATE TAX. 


No regulations have been issued since our last report. See 3 Corporation, p. 153. 
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EXCESS PROFITS TAX. 


For preceding references see 3 Corporation Journal, page 153. 


According to a letter from the Commissioner, in computing income subject to 
war excess profits tax under Class A deductible items are those only which are inci- 
dental to the production of Class A income (p. 297). 


A telegram from the Commissioner relates to additional return and tax liability 
of corporations whose fiscal years ended prior to Oct. 16, 1917 (p. 298). 


Instructions have been issued relative to acceptance of certificates of indebted- 
ness in payment of taxes (p. 299). © 


A letter from a Deputy Commissioner explains computation of invested capital 
and income for the pre-war calendar years in cases where the taxpayer’s books were 
kept on a fiscal year basis during the pre-war period (p. 301). 


A telegram'relates to Stock Exchange seats as “invested capital” (p. 301). 
A treasury decision explains when consolidated reports are to be made (p. 302). 


Instructions have been issued for handling remittances received in payment of 
income and excess profits taxes (p. 304). 


A treasury decision relates to extension of time for filing returns by citizens 
residing or travelling abroad (p. 307). q 


A series of letters contain questions and answers by the Bureau of Internal 
Revenue (Excess Profits Tax Letters, pages 1-22). 


¥ (NOTE.—The page references are our War,Tax Service, 1918, wherein the fore- 
going rulings and regulations are reported in full.) 


CAPITAL STOCK TAX. 


{| No rulings or regulations have been issued since our last report. See 3 Cor- 
poration Journal, p. 86. ; 


STAMP TAXES. 


For preceding references, see 3 Corporation” Journal, p. 153. 


A letter from a Deputy Commissioner relates to taxability of a conveyance of 
standing timber (p. 744). 
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According to a letter from the Department of Internal Revenue, sight drafts 
qualified by accompanying or detached instructions are held to be taxable (p. 744). 


Forms of statement for registration (p. 745) and of order for stamps for stock 
sales or transfers (p. 747) have been issued. 


is Q (NOTE.—The page references are to our War Tax Service, 1918, wherein the 
foregoing rulings and forms are printed in full.) 


WAR. EXCISE TAXES. 


e Q) No rulings or regulations have been issued since our last report. See 3 Cor- 
poration Journal, p. 153. 


UTILITIES;AND INSURANCE, : 


Regulations No. 42, for collection of taxes on transportation of persons and prop- 
erty have been promulgated by the Commissioner of Internal Revenue (pp. 1133- 
1156). 


q 0 (NOTE.—The above reference is to our War Tax Service, 1918, wherein the 
foregoing regulations are reported in full.) 


WAR TAX ON ADMISSIONS AND DUES. 


_ No rulings or regulations have been issued since our last report (p. 153). 


é 0 FEDERAL RESERVE. 


For preceding references, see 3 Corporation Journal, page 154. 


Informal rulings of the board relate to notes of Finance or Credit Companies 
(p. 597), and to limitations under Section 5200 R. S. (p. 597). 

The law department has rendered opinions on acceptance of drafts with docu- 
ments attached (p. 598), to savings accounts as time deposits (p. 599), to trade 


acceptance providing for discount if paid at maturity (p. 601), and to calculation 
of dividends on surrendered stock (p. 602). 


(NOTE.—The page references are to our Federal Reserve Act Service, which 
reports all rulings and regulations of the Federal Reserve Board.) 
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TRADE COMMISSION. 





For preceding references, see 3 Corporation Journal, p. 121. 


Many new complaints have been added to the docket (Supplementary pages 
9 to 27). 


(NOTE.—The page references are to our Federal Trade Commission Service.) 
NEW PUBLICATIONS. 


AN EXCESS PROFITS TAX PRIMER containing questions and answers for 
the information and assistance of taxpayers has been reproduced in pamphlet 
form by The Corporation Trust Company as a supplement to its War Tax Service. 
Copies may be had from the nearest office of The Corporation Trust Company 
System upon request and without charge. 


THE JOURNAL OF THE AMERICAN JUDICATURE SOCIETY, pub- 
lished “‘to promote the efficient administration of justice,” is available upon request 
and without charge to those who enroll as members of the American Judicature 
Society, 31 W. Lake St., Chicago, Ill. 


THE CORPORATION JOURNAL is sent regularly and without charge to 
those who ask to be placed on the mailing list. It should be kept in a binder for con- 
venient reference. We furnish a substantial binder for $1.50. 


SOME IMPORTANT MATTERS FOR APRIL AND MAY. 


This calendar does not purport to cover general taxes or reports to other than state 
officials or those we have been officially advised are not re to be filed. The State 


Report and Tax Service maintained by The C tion Trust Company System sends 

timely notice to attorneys for eS ms of reports and tax matters requiring 

attention from time to time, furnishing information forms, practice and 

ARKANSAS Franchise Tax Report due on or before June 1—Domestic 
and Foreign Corporations. 

COLORADO Report to State Auditor due on or before June 1—Domes- 
tic and Foreign Corporations. 

COLORADO Annual License Tax due on or before May 1—Domestic 

‘ and Foreign Corporations. 
DELAWARE Annual Franchise Tax due between third Tuesday in 


March and July 1—Domestic Corporations. 
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SOME IMPORTANT MATTERS FOR APRIL 


AND MAY—Continued. 


Annual Summary due between April 1 and June 1— 
Domestic companies having capital stock. 


Annual Tax Return due on or before June 1—Domestic 
Corporations. 


Franchise Tax due on or before May 1—Domestic 
Corporations. 


Annual report due in April or May—Foreign Corporations. 


Franchise Tax due on or before first Monday in June— 
Domestic Corporations. } 


Annual Tax Return due on or before first Tuesday of 
May—Domestic Corporations, 


Capital stock report to determine amount of franchise 
tax due during May—Domestic Corporations. 


Excise Tax Report due between May ist and 3lst— 
Domestic and Foreign Sleeping Car, Freight Line and 
Equipment Companies. 


Annual Report during May—Domestic Corporations. 
Quarterly Report of mining and oil companies due within 


30 days after April 1—Domestic and Foreign Corpora- 
tions. 


Sworn statement for Treasury Department due on or 
before May 1—Domestic and Foreign Corporations. 


Annual License Tax due on or before May 1—Domestic 
and Foreign Corporations. 


Annual Report due in April—Foreign Corporations. 


Excise Tax due within 60 days after notice of assessment 
is mailed—Domestic and Foreign Corporations. 
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What is an Inheritance Tax Waiver? 


is a written statement of an authorized 
ee official consenting to a transfer of 
stock standing in the name of or in trust 
for a deceased person. Heavy penalties are 
incurred by corporations in certain states 
which make a transfer without such a waiver. 
For example, the New Jersey Statute provides: 


“No corporation of this state shall transfer any 
stock of said corporation standing in the name of 
or belo to a decedent, resident or non-resident, 
or in the joint names of a decedent and one or more 
persons, or in trust’ for a decedent, unless notice 
of the time of such intended transfer be served up- 
on the comptroller of the treasury of this state 
at least ten days prior to such transfer, nor until 
said comptroller shall consent thereto in writing. 
Any corporation making such a transfer without 
first obtaining the consent of the comptroller of 
the treasury as aforesaid shall be liable for the 
amount of any tax which may thereafter be assessed 
on account ‘of. the transfer of such stock, together 
with the interest thereon, and in addition thereto 
a penalty of one thousand dollars, which liability 
for such tax and interest and the said penalty pre- 
scribed may be enforced in an action of debt in the 
name of the state of New Jersey. * 


When acting as Transfer Agent, The Cor- 
poration Trust Company sees that proper 
waivers are secured. Constant vigilance is 
the price of safety in the transfer of stock. 
This vigilance is at the service of your cor- 
poration clients for a moderate considera- 
tion. Ask any of our officers for further 
particulars. 


_ 37 WALL STREET, NEW YORK 








